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REVIEW OF THE SECOND QUARTER OF THE YEAR 

WARREN M. PERSONS 



THE most significant development of the 
second quarter of the year was a substantial 
increase in wholesale commodity prices. The 
increase was general and included such impor- 
tant commodities as iron and steel, copper, lead, 



remained on a higher level than the manufacture 
of goods. Trade is expanding. This fact in itself 
is evidence that the normal purchasing power of 
different classes of the community is being re- 
stored by economic developments. 



1 a. — The Index Chart 



ib. — Supplementary Index Chart 
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Chart 1a is the Index Chart published currently in the Weekly Letter of the Harvard Economic Service. It is based upon 
statistical series for volume, prices, and money rates, while Chart 16 is based upon prices and money rates alone, as 
described in the Review for January, 1922. The forecasts based upon these charts are identical. 

Since July 1921, speculative activity and stock prices have increased, accompanying the sharp decline in money rates 
which began some months earlier and still continues. Such movements usually precede and hence forecast substan- 
tial increases of business activity and commodity prices, curves B and B'. The upward trends of these curves in the 
first and second quarters of 1922 are in accordance with this forecast. The outlook for the remainder of 1922 is for 
rising wholesale prices and continued expansion of business activity despite temporary setbacks which may arise 
from a possible coal shortage, the railroad strike, or continued European economic unsettlement. 



zinc, cattle, hides, cotton, wool, silk, textiles, 
sugar, lumber, and brick. Moreover, there is 
evidence that considerable progress has been 
made toward a normal relationship of individ- 
ual prices to each other. At the end of the first 
half of 1922 the price situation indicates that 
recovery is proceeding normally and that a 
sound basis is being laid for general business 
prosperity. 

The output of manufactured goods has been 
maintained during the quarter in spite of labor 
difficulties. The consumption of goods, as indi- 
cated by the figures for freight movements, has 



With a building boom, a strong banking situa- 
tion, low money rates, expanding foreign and 
domestic trade, and confidence restored in price 
levels, the upswing of business has acquired a 
momentum that will carry it through or over any 
ordinary obstacles. The textile and coal strikes 
continued through the entire quarter, and on 
July 1 were followed by a partial railroad strike. 
Thus a serious labor situation is left as an un- 
welcome legacy to the third quarter of the year; 
and this contains unpleasant possibilities, as also 
does the general European situation. But we 
have had similar troubles with us ever since the 
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Chart 2. — Wholesale Price Indices for "All Commodities" (B. L. S. Revised Index), and Ten 
Important Commodities, Sensitive in Price 



(Average for 191 3 = 100) 
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armistice; and although they may retard, they 
are not likely to reverse the present upward 
trend of business. 

COMMODITY PRICES 

Commodity prices have been advancing. A pro- 
nounced upward trend of commodity prices in 
the second quarter of the year is shown by all of 
the available indices of wholesale prices. The 
newly revised "all commodities" index of the 
United States Bureau of Labor Statistics, which 
is based on about 400 individual price quotations, 
rose from 142 in March to 150 in June. Brad- 
street's index, which has been advancing for the 
past year, rose from $11.53 on April 1 to $12.11 
on July 1 ; Dun's index rose from 166.3 on April 1 
to 173.7 on July 1; and the index of the New 
York Federal Reserve Bank for 20 basic com- 
modities rose 11 per cent in the same period. 
Our own index based upon 10 commodities, sen- 
sitive in price and important in industry, which 
touched the low point of 49.8 (relative to the 
1 91 9 average) on August 1, 1921, rose from 54.3 
on April 1 to 63.4 on July 1, an advance of 17 per 
cent. 1 The course of prices since 1913, as regis- 

1 Coke was omitted from the index for July 1 on account of 
the effect of the coal strike on the price. 



tered by the revised "all commodities" index of 
the Bureau of Labor Statistics and our ten-com- 
modity index, is shown in Chart 2. 

Of 52 important commodities which we have 
selected for special study during the quarter, 35 
advanced in price, 8 remained unchanged, and 9 
declined. Such leading commodities as calfskins, 
hides, pork, cotton, cottonseed oil, print cloths, 
silk, wool, worsted yarns, pig iron, bar iron, 
steel, copper, lead, zinc, lumber, and sugar, all 
advanced. 

The wholesale prices of farm products rose 
rapidly during the first quarter of the year from 
122 to 130, according to the index of the Bureau 
of Labor Statistics, but during the second quar- 
ter they have been practically stationary, stand- 
ing at 131 in June. Indices of retail food prices 
and the cost of living remained about constant 
during the half-year, as shown by Chart 3. 

The prices of building materials were strong 
during the second quarter of 1922, reflecting the 
demand resulting from the great volume of new 
construction. Indices of the value of building 
permits and the prices of building material are 
presented in Chart 4. The rapid increase in 
building permits since the spring of 192 1 is clearly 
evident, as also is the slight advance of building 
material prices during last April and May. June 
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Chart 3. — Indices of Wholesale Food Prices, 
Retail Food Prices, and Cost on Living 

(Average for iqiq = 100) 
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figures, received too late for inclusion in the 
chart, show a sharper advance in prices of build- 
ing materials. The cost of erecting a standard 
reinforced concrete factory building, according 
to the Aberthaw index, was at its lowest point, 
151I, on April 1. Since then the index has risen 
steadily to 171 on July 1. 

Chart 4. — Indices op the Value oe Building 
Permits (Bradstreet's) Adjusted for Sea- 
sonal Influences, and Prices oe Building 
Materials (B. L. S.) 

(Average for iqiq = 100) 
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Progress toward price adjustment. Just as 
important as changes in level of the prices of 
commodities in general is the relationship among 
the prices of individual commodities. During 
any period of price change, the prices of individ- 
ual commodities do not all change at the same 
time, to the same degree, or in the same direc- 
tion. For example, in the second half of 1920 
when prices in general were declining very 
sharply, a number of commodities continued to 
sell at high figures while others fell very low. 
Such diverse movements create a condition 
of maladjustment which greatly obstructs the 
course of trade and prevents general business 



improvement. On the other hand, the estab- 
lishment of more normal relationships among 
prices facilitates business advance. During the 
past year the available evidence indicates that 
progress has been made toward normal adjust- 
ment. 

As a standard of normal adjustment among 
prices we have taken the relationship which pre- 
vailed on May 1, 1914. By adopting prices for 
that date as the base, relative to which com- 
modity prices for later dates are expressed, we 
do not assume that the pre-war relationships will 
ever be restored precisely. It is quite probable 
that during the war and post-war years changes 
in market conditions may have occurred which 
have permanently altered some price relation- 
ships. Nevertheless it remains true that the 
pre-war price situation is a satisfactory standard 
of comparison. 

Comparison between the price adjustments of 
today and those of 1914 is made by considera- 
tion of the percentage changes which have taken 
place in the prices of 96 commodities since that 
year, the quotations being readily available in 
Bradstreet's. The percentage which the present 
price forms of the 1914 price is calculated, and 
such percentages, commonly called "relative" 
prices, are compared. Divergence from the 1914 
relationship is shown when such relative prices 
are at different levels — that is to say, when 
different commodities have changed from their 
respective 1914 prices by different percentages. 

The method of comparison may be illustrated 
by the following actual cases: on May 1, 1914 
middling upland cotton sold for 13 cents per 
pound, standard brown sheetings for 8 cents per 
yard, steel beams at $23 per ton, Hudson River 
hard brick at $6.25 per thousand, and electrolytic 
copper at 14.2 cents per pound. On May 1, 1922 
the prices of these five commodities were as fol- 
lows: cotton 18.95 cents, sheetings 11. 5 cents, 
steel beams $33.60, brick $17, and copper 12.75 
cents. Expressing the price of each commodity 
as a percentage of its price on May 1, 1914 we 
secure the following relative prices: cotton 146, 
sheetings 144, steel beams 146, brick 272, and 
copper 90. The price relationships prevailing 
among cotton, sheetings, and steel beams were 
almost identical in May 1, 1922 with those on 
May 1, 1914, since each commodity was 44-46 
per cent above the 1914 level. Moreover, the 
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relationship of the prices of these three com- 
modities to the mean price of the entire 96 was 
about the same in 1922 as in 1914, since the mean 
price of all the commodities on May 1, 1922 was 
46 per cent above the 1914 level. On the other 
hand, the relationship between brick and copper 
was widely different on May 1, 1922 from that on 
May 1, 1914, since the 1922 price of brick was 172 
per cent above the 1914 level while the price of 
copper was 10 per cent below. Such wide diver- 
gence in relative prices we regard as maladjust- 
ment. 

To compare a large number of commodities, it 
is necessary to arrange them by groups. Such a 
grouping is presented graphically in Chart 5 for 
the relative prices of 96 commodities on May 1 of 
each year since the war. This chart shows the 
number of commodities whose relative prices fall 
in various groups above and below 100 per cent, 
which represents the level obtaining for each 
commodity on May 1, 191 4. 

The grouping is made as follows : The lowest 
relative price, 49 for half-blood wool on May 1, 
1921, is assigned to the lowest group, 47-53, and 
the lower limit of the next group is placed 15 per 
cent higher than 47, that is, at 54. The lower 
limit of the third group is in turn 15 per cent 
higher, or 62. The two lowest groups thus run 
from 47 to 53 and from 54 to 61, and the highest 
group from 584 to 671. This method is carried 
throughout, the limits of each group being 15 per 
cent above those of the group below. 

This method of grouping, rather than the 
method of equal arithmetic intervals, has been 
adopted for the purpose of giving equal weight to 
maladjustments among commodities falling in 
the price groups above and below 100 per cent. 
It is obvious that prices may increase by an in- 
definitely large percentage, such as 400 or 500, 
above any selected base, but they cannot pos- 
sibly fall more than 100 per cent. A classifica- 
tion of relative prices by groups having, for 
example, a constant 7-point difference through- 
out would greatly exaggerate the maladjustment 
in the higher price groups and minimize it in the 
lower. The use of the ratio scale, however, re- 
sults in intervals ranging from 7 points in the 
lowest group to 88 points in the highest group, 
and thus equalizes the influence of percentage 
changes rather than absolute changes. 

When the relative prices are found to be widely 



scattered in many different groups, and not con- 
centrated about a single group, it signifies that 
the prices of different commodities have changed 
in very different degrees. Maladjustment is pro- 
nounced in such a case. On the other hand, when 
the relative prices fall in a comparatively small 
number of groups and are highly concentrated 
about a single group an approach to normal 
adjustment is indicated. Similarly a complete 
return to the relationships existing between com- 
modities in 1914 would be reflected in the con- 
centration of all the relative prices at a single 
point, which would mean, of course, that they 
had all increased or decreased by the same per- 
centage of their respective 1914 levels. The 
greater the concentration about the mean the 
greater the correspondence to 1914 relationships. 
From an examination of Chart 5 with the above 
criterion in mind it will be seen that the concen- 
tration about the mean was much less in 1920 
and 1921 than in 1919. In 1922, however, the 
situation is greatly improved from that of the 
two years preceding although the concentration 
about the mean is somewhat less than that of 
1919. A summary view of the concentration at 
the four dates may be obtained by tabulating the 
number of cases occurring in the three central 
groups, i. e. the group containing the mean and 
the groups adjacent thereto. The results are as 
follows: 



On May 1, 

the three 
On May 1, 

the three 
On May 1, 

the three 
On May 1, 

the three 



1919, 56 cases 
central groups 

1920, 37 cases 
central groups 

1921, 36 cases 
central groups 

1922, 51 cases 
central groups 



or 58 per cent fell in 
between 166 and 251 
or 39 per cent fell in 
between 191 and 289 
or 38 per cent fell in 
between 109 and 165 
or 53 per cent fell in 
between 125 and 190 



From the chart it is evident that during the 
upward movement of prices in 1919-20 the graph 
showing the distribution of prices was flattened 
out toward the upper groups; during the drastic 
decline of 1920-21 the graph was flattened out 
toward the lower groups; and during the year 
1921-22 there was unmistakable progress toward 
concentration about the mean. This is evidence 
that prices are more nearly in "normal adjust- 
ment" than they have been for the past two 
years; and, therefore, one obstacle to price 
advance has been greatly reduced. The second 
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Chart 5. — Evidence of Progress in Price Adjustment (Distributions on Selected Dates of the Relative 

Prices of Bradstreet's 96 Commodities — the Relative Prices are with 

Respect to those of May i, 1914 as 100) 
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half of 1921 and first half of 1922, then, constitute 
a year of price adjustment. Irregularities, of 
course, still exist. On May 1, 1922 the ten im- 
portant commodities that were relatively the 
highest were lime, tobacco, coke, brick, ginghams, 
refined petroleum, anthracite coal, milk, bitu- 
minous coal, and hams; and the ten important 
commodities that were relatively the lowest were 
half-blood wool, jute, sulphuric acid, hides, beef, 
copper, tin, leather, corn, and barley. 

A standard for judging the manner in which 
commodity prices normally change from one year 
to the next is given by Chart 6. In that chart is a 
graph constructed in the same manner as the 
graphs of Chart 5. The present graph, however, 
is based upon the price relatives for over 200 
commodities for each of the years 1891-1913, the 
price for the preceding year in each case being 



taken as the base. All of the price relatives, 
5,578 in number, were classified in groups on the 
ratio scale. 1 Years of prosperity, of crisis, and of 
depression are included in the period covered, so 
that the distribution may be taken as depicting 
the typical price change from one year to the 
next. 

This chart shows that 431 cases, or 7.7 per 
cent, fell below 85.3; that 385 cases, or 6.9 per 
cent, were above 120; and that the remaining 
4762 cases, or 85.4 per cent, fell between 85.3 and 
120. Of the 4762 cases in which the relatives 
ranged from 85.3 to 120, it appears that 3307 
cases, or 59.3 per cent of the total examined, fell 
between 94 and 108.7. Of these 3307 cases 1672, 

1 The data, which have here been reclassified on the ratio 
scale, are taken from p. 18 of Bulletin No. 284 of the Bureau of 
Labor Statistics. 
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Chart 6. — Distribution op 5578 Price Varia- 
tions (Year-to-Year Price Relatives for 
over 200 Commodities for the Years 1891- 
1913 Arranged in Groups on the Ratio Scale) 
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or 30 per cent of the total examined, fell between 
98.7 and 103.6. 

According to pre-war experience, therefore, 
some dispersion of prices is always found when 
the prices of any year are compared with those of 
the year immediately preceding. But in normal 
times the dispersion is in 30 per cent of the cases 
confined between the narrow limits of 98.7 per 
cent and 103.6 per cent of the prices of the pre- 
vious year; while in 59.3 per cent of all cases it is 
confined between the percentages of 94 and 108.7. 
With 85.4 per cent of all commodity prices the 
dispersion is confined between the figures of 85.3 
per cent and 120 per cent; while only 7.7 per 
cent of the cases show relative prices below 85.3, 
and only 6.9 per cent show prices above 120. 
When the prices of 1922 are compared with those 
of 1914 we naturally find a much greater disper- 
sion than occurred under the more normal con- 
ditions prevailing before the war; and it is 
reasonable to expect that, as time goes on, we 
shall find considerably less dispersion than exists 
in 1922. 

The outlook is for price advance. Our analysis 
leads us to conclude that the upward swing of 
wholesale commodity prices now in progress will 
continue for several months at least. This con- 
clusion may be supported on three grounds — 
(a) the customary sequence of economic move- 
ments; (b) the duration of former periods of 
advance; and (c) the fairly decided tendency 



since 192 1 toward the reestablishment of normal 
relations among commodity prices, brought 
about mainly by the increase of prices that were 
too low. At present money rates continue to 
decline, and the rise of prices has been under way 
for a shorter period than was usual in pre-war 
periods of advance, so that conditions are still 
favorable to continued price advance. 

OUTPUT, TRADE, AND TRANSPORT 

The rising tide of business. Evidence from all 
sides shows beyond question that the second 
quarter of 1922 was a period of substantial busi- 
ness improvement. A marked increase in trade 
is shown by the figures for bank clearings, as well 
as the sales of wholesalers, department stores, 
retail chain stores, and mail order houses. The 
increase of building activity, so pronounced in 
the second half of 192 1, has continued at an ac- 
celerated rate in the first half of 1922. Total 
freight car loadings, after a sharp decline in 
April following the coal strike, subsequently 
advanced to the highest figures for the year. 
When corrected, however, for the seasonal move- 
ment, they show, as indicated by Chart 8, a very 
sharp decline followed by only a moderate re- 
covery. This decline is due, of course, to de- 
creased shipments of coal and coke. Loadings of 
merchandise, L. C. L., and miscellaneous freight 
during the second quarter show a steady in- 
crease in the actual figures; but, when corrected 
for seasonal movement, show a sharp increase 
during April and after that are practically sta- 
tionary. The rising tide of business is clearly 
shown by Chart 7 in which the actual monthly 
figures in 1922 for bank clearings outside New 
York City, freight car loadings, and new floor 
space of building contracts awarded are com- 
pared with corresponding figures in previous 
years. 

Production and consumption of manufactures. 
In the "Review of the First Quarter of the 
Year" which appeared in the April number of 
this publication evidence was presented 1 which 
showed that "in the last year and a half ship- 
ments and consumption have materially ex- 
ceeded production. Consequently, stocks have 
been reduced and in recent months there has 
been an increasing resort to current manufacture 
to supply current consumption. In general, it 



1 Page 57. 
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Chart 7. — Actual Monthly Figures for Bank 
Clearings, Freight Car Loadings, and New 
Floor Space of Building Contracts Awarded 
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production figures are available for May the out- 
put was heavier than in April. The quantity of 
goods produced by seven leading groups of manu- 
facturing industries (iron and steel, lumber, 
paper, textiles, leather, food, and tobacco) for 
April was 90.3 and for May is estimated at 96.5 
relative to "normal," allowance having been 
made for seasonal influences. To be sure there 
was a decline in April from March, but it is not 
large considering the depressing influence of the 
textile and coal strikes. The production of auto- 
mobiles reached a new record figure in May and 
current reports indicate no diminution of pro- 
duction in June. 

Comparisons between the output of manufac- 
tured goods and the movement of freight, as 
shown by car loadings, are given in Charts 8 and 
9. The movement of goods is on a higher level 
than current output as shown by our index for 
seven manufacturing groups. It appears, there- 
fore, that increasing consumption will continue 
to offer stimulus to manufacturing activity. 

Chart 8. — Adjusted Indices for the Volume 
of Goods Manufactured and Total Railroad 
Car Loadings 
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may be said that a violent decline of manufac- 
turing output coupled with relatively stable con- 
sumption of goods results in a situation which 
forces a revival of manufacturing activity; and 
it is precisely this situation in which we find our- 
selves in the first quarter of 1922." The in- 
creased manufacturing activity noticeable in the 
first quarter of the year has been maintained in 
the second quarter and the relations between 
production and consumption favor new advance. 
In all but one of the basic industries for which 
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Chart 9. — Adjusted Indices for the Volume of 
Goods Manufactured and "Merchandise, 
L. C L., and Miscellaneous" Car Loadings 
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The relation between stocks of materials and 
production of manufactured goods is presented 
for two industries — newsprint and shoes — in 
Charts 10 and 11. The most striking features of 
Chart 10, for newsprint, since 1920 are the de- 



198 



THE REVIEW OF ECONOMIC STATISTICS 



Chart 10. — Relative Stocks of Newsprint 
(Mill and Publishers') and Indices of Pro- 
duction and of Leading Publishers' Con- 
sumption, both Adjusted for Seasonal In- 
fluences 

(A verage for igig = 100) 
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Chart ii. — Relative Stocks of Cattle Hides, 
Production of Sole Leather, and Produc- 
tion of Boots and Shoes in New England 
(not Adjusted for Seasonal Influences) 

(Average for IQ19 = 100) 1 
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cline of stocks, the recent increase of consump- 
tion, and the recovery of production from the low 
level of May 1921. A similar return to normal 
conditions is shown in Chart 11; during 1921 
stocks of cattle hides decreased while the pro- 
duction of sole leather and shoes increased. 

Employment is increasing. The employment 
situation at the end of the second quarter of 1922 

1 For production of boots and shoes, average for April- 
December 1919 = 100. 



is in decided contrast to that of 9 or 12 months 
ago. Now labor shortages are reported in certain 
localities and industries -*- automobiles, cement, 
building trades — and the Director-General of 
the United States Employment Service antici- 
pates the possibility that " the labor supply will 
not equal the demand"; while last year it was 
estimated that from 3 to 5 million workers were 
unemployed, and a conference was called by the 
President to consider the problem. The upward 
swing of the business cycle has largely eliminated 
involuntary unemployment. Strikes are pri- 
marily responsible for such idleness as now exists. 

FINANCE 

The strong banking situation. During the 
second quarter the reserve ratio of the combined 
federal reserve banks was stable at 76-79 per 
cent. Federal reserve notes in circulation and 
bills discounted declined, but total reserves and 
deposits continued the increase noticeable in the 
first quarter of the year (see Chart 12). The 

Chart 12. — Selected Items from the State- 
ments of the Combined Federal Reserve 
Banks 
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accession of gold through import has fallen from 
a net monthly addition to our stock of 25 or 30 
millions in the first quarter to 5 or 10 millions in 
the second quarter. The trend of gold imports is 
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probably downward. Additional gold, however, 
is not needed. The total reserves of the federal 
reserve banks are equal to the combined gold 
reserves of the central banks of the United King- 
dom, France, Japan, Spain, and Italy, which in 
turn have the largest accumulations next to the 
United States. At the end of the quarter, excess 
reserves, which constitute the basis for sound 
banking expansion, were the largest in the his- 
tory of the system, about 1600 million dollars. 
On the strength of these excess reserves, assum- 
ing there is no outflow of gold to foreign coun- 
tries, it is possible for the federal reserve banks, 
without impairing their legal reserve, to expand 
credit to a stupendous and most undesirable 
extent. 

The reporting member banks have also grown 
stronger during the quarter. Net demand de- 
posits have increased steadily since September 21, 
1921, while bills payable and rediscounted with 

Chart 13. — Selected Items from the State- 
ments of Reporting Member Banks 
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the federal reserve banks have continued the 
rapid decline which was in progress during the 
whole of 1921. Total loans and investments, 



which declined slightly in the first quarter, in- 
creased during the second quarter. Larger invest- 
ments and larger loans secured by stocks and 
bonds are responsible for this increase. Other 
loans, largely commercial, have declined slightly 
(see Chart 13). 

The strong condition of our banks will enable 
them to finance expanding business without 

Chart 14. — Short- and Long-Time Interest 
Rates 
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difficulty. A continuance of easy money condi- 
tions, therefore, is probable. 

Low money rates and large security issues. 
Rates on commercial paper have continued their 
decline through the second quarter. The pre- 
vailing rate at the end of June was 4 per cent com- 
pared with 4.5 to 5 per cent in March. Other 
rates have also declined, as is evident from 
Chart 14. This general decline preceded the 
announcement on June 21 that the rate of the 
New York Reserve Bank on all rediscounts and 
advances was reduced from 4J to 4 per cent. 
Market rates on short-time money of all classes 
are now the lowest that they have been since 
1 91 7. Easy money conditions are not limited to 
the United States. The Bank of England has 
• reduced its rate from 45 per cent in March to 
3 per cent in July. 

Foreign financing in the American market, 
which reached 312 million dollars in the first 
quarter, will surpass that amount in the second. 
After a lull in May, a large volume of new issues 
appeared in June. The grand total of security 
issues for April and May averaged over 550 mil- 
lion dollars per month compared with about 400 
millions per month during the first quarter. In 
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May the market showed signs of being oversold, 
but prices revived in June. 

Security prices. The monthly average prices 
of both railroad and industrial stocks increased 
in April and May, but receded somewhat in June 
(see Chart 15). A very rapid rate of advance had 

Chart 15. — Price Indices of Twenty Common 
Stocks, Twenty Preferred Stocks, and Ten 
Railroad Bonds 

{Average for iqiq = 100) 




1919 



19 so 



1931 



1923 



been maintained during the last quarter of 1921 
and first quarter of 1922, so that a slackening of 
pace was not unexpected. Money rates, how- 
ever, were easy and no collapse occurred. There 
is no indication in fundamental economic condi- 
tions which leads one to believe that a reversal 
of trend is imminent. 



FOREIGN TRADE AND THE EURO- 
PEAN SITUATION 

Foreign trade is increasing. Pre-war expe- 
rience showed that the volume of imports fluctu- 
ates with the business cycle, and the course of 
imports during the last few years reveals the 
same relationship. Imports reached rninimum, 1 
178 million dollars, last July and recovered to 
237 millions in December. Although there has 
been no pronounced trend during tjie first six 
months of 1922 the monthly average was 237 
million dollars. Imports clearly have "turned 
the corner." Exports, also, have apparently « 
turned upward. For each of the four months 

1 The figures for both imports and exports are not corrected 
for seasonal influence. Corrected data show that imports 
reached their low point in October ro2i. 



November 1921-February 1922 the value of 
exports was less than 300 rnillions, while for each 
of the succeeding four months the figures were 
over that amount. Exports to Europe have in- 
creased from the minimum of 129 millions in 
February to an average of 177 millions for March 
to May. These figures give no indication that 
the purchasing power of Europe is dwindling and 
that declining exports will constitute an obstacle 
to further business improvement. 

The European situation. During the past two 
years Europe has been in the grip of a severe 
business depression. Although recovery has 
been less prompt and less pronounced than in the 
United States there are fairly clear signs, at least 
in the United Kingdom, that price stabilization 
and some increase of industrial activity have 
occurred. According to the Index of British 
Economic Conditions, published currently in the 
Harvard Economic Service, money rates have 
been declining in the United Kingdom for over a 
year and stock prices have been advancing for 
eight months. This is a situation which normally 
precedes stabilization and revival of business. To 
the American observer it appears that British 
business is passing through — at somewhat later 
dates — the same phases of depression and slow 
recovery that we have witnessed in the United 
States. 

Financial and political disturbances in Ger- 
many have been followed by a collapse of the 
German mark in July and have exerted a de- 
pressing effect in Paris, London, and New York. 
The result seems likely to be further modifica- 
tion of German payments, which will probably 
prevent another impasse from arising until the 
next installments are due. This is not said with 
a view of minimizing the gravity of the situation, 
but for the purpose of pointing out the manner 
in which the problem of reparations seems likely 
to be advanced toward a final settlement. By 
gradual stages impossible demands are being 
whittled down, with the result that we have a. 
series of "critical situations" for which at the 
eleventh hour a series of adjustments is always 
found. The process is dangerous and highly 
expensive; but it seems to be all that can be 
hoped for, and somehow business manages to five 
through it. It will probably do so. now. 



